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On Aug. 2, when Iraq invaded Kuwait, Venezuelan oil was quoted at less than $16 per barrel,
up from a $14 average a few months previously. As of Sept. 30, the average quote was at $30 per
barrel. The annual average price per barrel, however, is still under $18, or slightly above $16.50,
the benchmark price used to calculate the national government's $10 billion budget for 1990.
This year's budget deficit is estimated at nearly $1 billion. As a result of the extra oil income, the
International Monetary Fund and the World Bank are considering a cutback in up to $2.5 billion in
loans to support the Venezuelan government's foreign debt reduction program. President Carlos
Andres Perez has responded by saying, "We are not happy with the Gulf crisis, nor the sudden and
disproportionate increases in petroleum prices. The [advanced industrialized nations] will adopt
counter-measures affecting developing nations that will only deepen their crisis." Government
critics have submitted demands to expand social welfare programs by 40% in 1991. After receiving
a green light from the Organization of Petroleum Exporting Countries (OPEC), Venezuela raised
output from 1.945 million to 2.25 million barrels per day. By year-end, Venezuela will produce
2.4 million bpd, of which 1.7 million are destined for export to North America, Spain, Brazil, and
Caribbean and Central American nations. In order to expand Venezuela's oil production capacity
to 3.5 million bpd by 1995, $10 billion in new investments are necessary. Since a substantial portion
of the expanded output is in response to a request by Washington that Venezuela become the
hemisphere's main (reliable) source of crude, government officials have in turn asked for credit
arrangements to make expanded output feasible. In response, the Bush administration requested
that Venezuela dismantle the state oil monopoly, Petroleos de Venezuela, S.A. (PDVSA). (Basic data
from AFP, 09/30/90)
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